



Upjohn Institute Press 
 
 
How Working-Age People 
with Disabilities Fared over 
the 1990s Business Cycle 
 
 
Richard V. Burkhauser 
Cornell University 
 
Mary C. Daly 
Federal Reserve Bank of San Francisco 
 











Chapter 14 (pp. 291-346) in: 
Ensuring Health and Income Security for an Aging Workforce 
Peter P. Budetti, Richard V. Burkhauser, Janice M. Gregory,  
and H. Allan Hunt, eds. 




Copyright ©2001. W.E. Upjohn Institute for Employment Research. All rights reserved. 
How Working-Age People
with Disabilities Fared over the
1990s Business Cycle
Richard V. Burkhauser 
Cornell University
Mary C. Daly 
Federal Reserve Bank of San Francisco
Andrew J. Houtenville 
Cornell University
I am pleased to report that the American economy today is healthy 
and strong. Our Nation is enjoying the longest peacetime eco 
nomic expansion in its history, with almost 18 million new jobs 
since 1993, wages rising at twice the rate of inflation, the highest 
home ownership ever, the smallest welfare rolls in 30 years, and 
unemployment and inflation at their lowest levels in three 
decades.
This expansion, unlike recent previous ones, is both wide and 
deep. All income groups, from the richest to the poorest, have 
seen their income rise since 1993. The typical family income is up 
more than $3,500, adjusted for inflation. African-American and 
Hispanic households, who were left behind during the last expan 
sion, have also seen substantial increase in income.
—President William Jefferson Clinton 
Economic Report of the President (1999)
As President Clinton's remarks indicate, the 1990s were an eco 
nomically enriching period for the vast majority of American families. 
Robust economic growth has produced the lowest unemployment and 
inflation rates in 30 years and lifted living standards across the income 
distribution. Importantly, the economic recovery of the 1990s reached 
traditionally economically vulnerable groups including African Ameri 
cans, Hispanics, those with less than a high-school education, and sin-
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gle mothers with children, often lifting their income to levels beyond 
previous business cycle peaks (U.S. Census Bureau 1999).
While President Clinton and Americans generally have every rea 
son to be pleased with the current economic expansion, it is important 
to put this good news into perspective by understanding which, if any, 
groups have been systematically left behind. One group that frequently 
is overlooked in such discussions is people with disabilities, even 
though they constitute a group more likely to be sensitive to economic 
fluctuations than the general population. In this chapter, we examine 
how people with disabilities fared over the 1990s business cycle.
MEASURING ECONOMIC WELL-BEING 
OVER THE BUSINESS CYCLE
Cross-sectional comparisons of the economic well-being of Amer 
icans over time are sensitive to the years over which the comparisons 
are made. Figures la and Ib use two general economic indicators of 
the business cycle used in the Economic Report of the President 
(1999) median real family income and civilian unemployment 
rates to demonstrate this point. (The actual values are reported in 
Appendix Table Al.) As can be seen in these figures, business-cycle 
peaks in 1973, 1979, and 1989 were followed by business cycle 
troughs in 1975, 1982, and 1992. While an up ward-sloping line can be 
drawn across median real family income points in either the peak or the 
trough years over this period, this growth was not accomplished 
smoothly. There were periods of rising median income and falling 
unemployment (1975-1979 and 1982-1989) as well as periods of eco 
nomic decline (1973-1975, 1979-1982, and 1989-1992). Under these 
circumstances, a judicious choice of starting and stopping years could 
yield upward, downward, or constant measures of economic well- 
being.
President Clinton's opening paragraph in the 1999 Economic 
Report of the President focused on the growth years of the 1990s busi 
ness cycle 1993 through 1997 and found that every American was 
made better off during the period. However, to capture how Americans 
fared in the 1990s, it is more appropriate to make comparisons over the
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Figure la Median Family Real Income, 1970-1998
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SOURCE: Year 
Economic Report of the President, 1994 (Table B-29) and 1999 
(Table B33).
Figure Ib Civilian Unemployment Rate, 1970-1998
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SOURCE: Economic Report of the President, 1994 (Table B38) and 1999 (Table B35), 
and Current Population Report P60-206.
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entire business cycle, by comparing peak-to-peak or trough-to-trough 
years. Consequently, we will examine how people with and without 
disabilities have fared during the most recent expansion by comparing 
changes in economic well-being between 1989, the peak of the last 
business cycle, and 1998, the most recent year of data and the highest 
year in our data of the 1990s business cycle. 1
We find that while economic expansion since 1992 has improved 
the economic well-being of most working-age people, the gains have 
been much smaller for working-age people with disabilities than for 
the rest of the working-age population. Furthermore, although the 
gains through 1998 have returned the average person with a disability 
to his or her level of economic well-being in the peak year of the 1980s 
business cycle, the incomes of a large fraction of the population with 
disabilities in 1998 remained well below that of their 1989 counter 
parts. Finally, we find that despite a robust economic expansion, men 
and women with disabilities became less involved in the labor market 
and more dependent on public transfers during the 1990s.
DATA SOURCES AND MEASUREMENT ISSUES
We compare the employment, labor earnings, and economic well- 
being of the noninstitutionalized population with and without disabili 
ties over an 11-year period (1987-1998) using data from the March 
Current Population Survey (CPS). The CPS is a monthly survey of a 
nationally representative sample of U.S. households. The annual 
March Demographic Supplement contains detailed questions about 
household composition, employment, and sources of income, making 
it a valuable source of time-series data on the economic well-being of 
the noninstitutionalized United States population. The sample sizes in 
each year are in excess of 55,000 households.
Defining the Sample
Our examination focuses on the experiences of men and women of 
ages 25 to 61. This limited age range avoids confusing reductions in 
work or economic well-being associated with disability, with reduc-
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tions or declines associated with retirement at older ages, or with initial 
transitions in and out of the labor force related to job shopping at 
younger ages. Men and women in the Armed Forces are excluded from 
our analysis.
DEFINING THE POPULATION WITH DISABILITIES
The Americans with Disabilities Act of 1990 (ADA) defines dis 
ability as a physical or mental impairment that substantially limits one 
or more major life activities, a record of such an impairment, or being 
regarded as having such an impairment. This definition of disability is 
much broader than the widely accepted measure developed by Nagi 
(1965, 1969,1991).
The Nagi measure, the dominant one in the social science litera 
ture, distinguishes among three states of diminished health. The first 
state describes the existence of a pathology, the presence of a physical 
or mental malfunction and/or the interruption of a normal process. The 
second level, an impairment, combines a pathology with a functional 
requirement a physiological, anatomical, or mental loss or abnormal 
ity that limits a person's capacity and level of function. The final state, 
disability, is then defined as an inability or limitation in performing 
roles and tasks that are socially expected. For men and, increasingly, 
for women of working age, market work is a socially expected role.
What is most controversial about Nagi's definition is the relative 
importance of pathology and environment in determining how a given 
pathology results in an impairment that then leads to a disability. Less 
controversial is the recognition that the definition gives to disability as 
a dynamic process in which the individual pathology and the socioeco- 
nomic environment interact. The Nagi measure of disability is more 
limited than the ADA measure in that it ignores the broader population 
with disabilities that has successfully integrated into society, as well as 
those who are not integrated into employment because of perceptions 
concerning an impairment that does not limit work activity. For a 
broader discussion of the definition of disability in the context of the 
ADA, see Gordon and Groves (2000).
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AN EMPIRICAL ESTIMATE OF THE WORKING-AGE 
POPULATION WITH DISABILITIES
Neither the Nagi or the ADA conceptualizations of disability are 
fully captured by our data. CPS information on health is self-reported 
and is couched in terms of work limitations. The problems inherent in 
these types of data are well documented (see Parsons 1980, 1982; Baz- 
zoli 1985; Bound 1991). Still, researchers have shown these measures 
to be highly correlated with more objective assessments of health (see 
Bound 1991; Stern 1989). Moreover, as discussed elsewhere 
(Burkhauser and Daly 1996), we believe such data are capable of iden 
tifying people with serious pathologies.
In the CPS, the population with disabilities is defined by a survey 
question that asks, "Does anyone in this household have a health prob 
lem or disability which prevents them from working or which limits 
the kind or amount of work they can do? If yes . . . , Who is that? 
(Anyone else?)" While this single question measure of disability is 
coarser than a measure based on a more detailed set of self-reported 
questions like those in the National Health Interview Survey or on 
actual medical examination, we believe it is a reasonable first approxi 
mation of the population with disabilities.2
Based on this question, we find that the prevalence of self-reported 
disability increased across almost every age, gender, race, and educa 
tion group between 1988 and 1999. 3 Appendix Table A2 reports the 
prevalence of disability in the working-age population (aged 25 
through 61) for 1988 through 1999. In addition to an increase in the 
prevalence of disability, there have been changes in the composition of 
the population over the decade. Appendix Table A3 reports gender, 
age, race, and education group distributions within the populations 
with and without a disability for the year 1988 through 1999. Women, 
those aged 35 to 54, Blacks, Hispanics, and those with more than a 
high school education comprised a greater share of the population with 
disabilities in 1999 than they did in 1989. However, with the exception 
of women, these same categories have grown among those without dis 
abilities. Therefore, it is unlikely that the changes in relative economic 
well-being between those with and without disabilities that we report 
are artifacts of changes in population composition.
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Measuring Economic Well-Being
Although we are primarily concerned with the economic status of 
individuals, we recognize that most people share resources with other 
coresident individuals and have access to income that does not flow 
directly to them (this is particularly important for nonworking 
spouses). Although most researchers agree that the income-sharing 
unit should be broader than the individual, there remains the issue of 
precisely who should be included in it. Some U.S. income distribution 
scholars have defined the unit as encompassing people related by blood 
or marriage who coreside, i.e., the CPS family sharing unit definition 
(see, for example, Karoly and Burtless 1995; Danziger and Gottschalk 
1995). Others use the broader, household-based, common residence 
definition.4
In this study, we use the CPS household sharing unit definition. 
We define household income as the sum of all income received by indi 
viduals residing in a single residence. 5 This is pretax, posttransfer 
income.6' 7 To account for the fact that $500 a week provides a higher 
standard of living for a single-person household than it does for indi 
viduals belonging to larger households, we adjust household income by 
an equivalence factor. Since there is no universally accepted scale, we 
assume an elasticity with respect to household size of 0.5. 8 Because 
we are comparing income across years, we adjust income using the 
CPI-UXI; all income values are in 1998 dollars. Finally, to eliminate 
potential measurement error at the bottom of the distribution and top- 
coding at the top of the distribution, we delete the top and bottom 1 
percent of the given earnings or household income distribution in each 
year. 9 However, when we analyze the percentiles and deciles of the 
distribution of household income, we delete the top and bottom 5 per 
cent.
Measuring Labor Force Activity and Wage Earnings
The analysis focuses on the role that employment and labor earn 
ings play in the economic well-being of men and women with disabili 
ties. Individuals who report that they work at least 52 hours annually 
(at civilian jobs or businesses, including temporary, part-time, or sea 
sonal work) are considered to have been employed in the year. 10
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Annual labor earnings include income from all market sources, includ 
ing primary and secondary jobs and bonus income. Self-employment 
income is excluded from the calculation of labor earnings.
Measuring Government Transfer Receipt
An important component of income for many individuals with dis 
abilities is government-provided transfers. Throughout this chapter, 
transfers are classified in two ways: individually based and disability- 
related (disability benefits), and household-based and of any type or 
form (public transfers). Disability benefits include income from work 
ers' compensation, the Social Security Disability Insurance Program, 
veterans' benefits, and Supplemental Security Income. Public transfers 
include all cash benefits not specifically related to health.
HOW THOSE WITH AND WITHOUT DISABILITIES 
FARED IN THE 1990s
As Figure 1 showed, 1989 marked the initial peak and 1992 the 
trough of the 1990s business cycle. While the final peak of the 1990s 
business cycle has not yet been reached, the most recent year of CPS 
income data (1998) is used in Table 1 to compare the economic well- 
being of working age (aged 25 through 61) men and of women with 
and without disabilities and to examine how it changed over the 
period. 11
Both mean and median household-size-adjusted income for our 
four groups fell as the economy moved down from its 1989 business 
peak to the 1992 business cycle trough. Importantly, the households of 
men and women with disabilities experienced a greater percentage 
decline. Likewise, six years of recovery (1993-1998) lifted the mean 
real household-size-adjusted income of all groups. However, for those 
with disabilities, the recovery did not bring the same economic rewards 
observed for the population without disabilities. 12 Mean income for 
men with disabilities rose between 1992 and 1998, but the percentage 
increase was less than that for men without disabilities 7.0 percent 
for men with disabilities compared with 14.3 percent for men without
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Table 1 Mean and Median Household-Size-Adjusted Real Income and 
















































































































SOURCE: Authors' calculations based on the March 
1990-1999.
Current Population Survey, 
(continued)
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Table 1 (continued)
a Those less than age 25 or more than age 61 or in the Armed Force are excluded. In 
our study, persons are considered to have a disability if they report having a health 
problem or disability which prevents them from working or limits the kind or amount 
of work they can do.
b Disability status is for the year following the income year. In 1994 there were several 
changes in the CPS. It moved fully to computer-assisted survey interviews. Sample 
weights based on the 1980 Census were replaced with sample weights based on the 
1990 Census. The Monthly Basic Survey was revised, and three new disability ques 
tions were added. It is possible that these changes effected the measurement of the 
population with disabilities either through changes in the sample weights or in the 
way respondents answered disability questions.
c When calculating percentage change, we use the average of the two years as the base.
d All dollar amounts are in 1998 dollars. Income is household size by dividing income 
by the square root of household size. Negative sources of income were converted to 
zero. In addition, the bottom and top 1 percent of the household size-adjusted income 
distribution are excluded from the analysis.
e An individual is in poverty if his or her household's income falls below the house 
hold's threshold income, which is determined by the Census Bureau and considers 
household size and composition.
disabilities. Income growth was sufficient to return mean real house 
hold-size-adjusted income for men with disabilities to its 1989 high, 
but just barely, and relative to men without disabilities, the growth in 
household-size-adjusted income between 1989 and 1998 was small. 
The circumstances for women with disabilities were similar. The mean 
real household-size-adjusted income of women with disabilities was 
greater in 1998 than in 1989, but the percentage gain was less than for 
men and women without disabilities.
Looking at the median rather than the mean of household-size- 
adjusted income for our four groups yields a bleaker picture for those 
with disabilities. In 1998, median real household-size-adjusted income 
of men and women with disabilities remained substantially below its 
1989 peak; in contrast, among men and women without disabilities, 
median income was more than 5 percent higher than its 1989 peak. 
Table 1 also contains information on the prevalence of poverty among 
men and women with and without disabilities. The fluctuation in the 
poverty rates across these groups provides further evidence of the 
importance of business cycle effects on economic well-being. The
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peak-to-trough movement at the start of the 1990s increased the preva 
lence of poverty in all groups, but recovery reduced poverty rates back 
to or below their 1989 levels for all but men with disabilities. Poverty 
among men with disabilities continued to rise over the entire period.
Accounting for Declines in Economic Well-Being of 
Working-Age People with Disabilities
In all modern industrial societies, earnings from work is the princi 
pal source of income for working-age people. Business cycles have a 
powerful effect on household economic well-being because they 
greatly impact both employment and labor earnings. Table 2 shows the 
sensitivity of the average employment, rate, average hours of work, and 
average annual labor earnings over the 1990s business cycle for men 
and women, with and without disabilities. 13 The movement from peak 
to trough at the start of the 1990s had its most powerful effect on men, 
especially those with disabilities. They experienced lower average 
employment, and those men who did work had lower average annual 
hours of work and lower average annual earnings.
Recovery returned men without disabilities to near their 1989 peak 
in average employment and above their 1989 peak in mean hours 
worked and mean and median annual earnings. The story is much less 
sanguine for men with disabilities. Not surprisingly, average employ 
ment fell among men with disabilities between 1989 and 1992, but sur 
prisingly, it continued to fall between 1992 and 1998. In 1998, the 
average employment rate for men with disabilities was 34.4 percent, 
well below their trough average employment of 41.6 percent. As a 
result, men with disabilities were less integrated into the labor market 
in 1998 then they were in 1992, the trough year of the recession. For 
those men with disabilities who were employed, average hours of work 
and mean annual earnings also declined significantly between 1989 
and 1992, but then rose as the economy recovered. However, the 
growth in mean earnings and hours was below that experienced by 
working men without disabilities.
In general, women fared better than men during the 1990s. Aver 
age employment, average hours worked, and mean earnings of women 
without disabilities rose between 1989 and 1992 and grew even more 
with the economic recovery. The gains for women with disabilities
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Table 2 Employment Rates, Mean Annual Hours, and Mean Real
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SOURCE: Authors' calculations based on the March Current Population Survey, 
1990-1999.
a Those less than age 25 or more than age 61 or in the Armed Force are excluded In 
our study, persons are considered to have a disability if they report having a health 
problem or disability which prevents them from working or limits the kind or amount 
of work they can do.
b Disability status for the year following the income year. In 1994 there were several 
changes in the CPS. It moved fully to computer-assisted survey interviews. Sample 
weights based on the 1980 Census were replaced with sample weights based on the 
1990 Census. The Monthly Basic Survey was revised, and three new disability ques 
tions were added. It is possible that these changes effected the measurement of the 
population with disabilities either through changes in the sample weights or in the 
way respondents answered disability questions.
c When calculating percentage change, we use the average of the two years as the base.
d Include only those who work 52 hours or more and have positive earnings. For mean 
earnings only those with positive earnings are included All dollar amounts are in 
1998 dollars. The bottom and top 1 percent of the earnings distribution are excluded 
from the analysis.
were less pronounced but still surpassed those for men with disabili 
ties. Like their male counterparts, employment for women with dis 
abilities fell throughout the period, but for women with disabilities who 
remained employed, average hours and mean labor earnings grew rap- 
idly.
The dramatic drop in employment of men and women with disabil 
ities, even during the strong recovery period following 1992, provides 
one explanation for the decline in household-size-adjusted income 
shown in Table 1. Although those with disabilities who continued to 
work saw their real earnings increase, only about one-third of the popu 
lation in 1998 was employed.
Table 3 provides a more detailed look at the various sources of 
household income for our four groups and how they changed over the 
1990s business cycle. 14 Mean real household income is divided into 
five components own labor earnings, the labor earnings of other 
household members, own public disability transfers, all other sources 
of public transfers, and all other sources of household income. The 
sum of the means of these five income sources equals mean household 
income. Own labor earnings and the labor earnings of other household 
members are quite sensitive to the 1990s business cycle, falling (except
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Table 3 Mean Real Income from Various Household Income Sources for 
Civilians Aged 25-61, by Gender and Disability Status3
($) Percentage change0
Measure/grousb 1989 1992 1998
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8,029 6,834 6,352 -16.1 -7.3 -23.3
3.6 152 18.7
-2.4 -5.2 -7.5
18,097 17,533 19,884 -3.2 12.6 9.4





172 155 145 -11.0 -6.6 -17.5
2,261 2,628 3,551 15.0 29.9 44.4
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Table 3 (continued)
Measure/group15
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Table 3 (continued)
SOURCE: Authors' calculations based on the March Current Population Survey, 
1988-1999.
a Those less than age 25 or more than age 61 and people in the Armed Force are 
excluded. In our study, persons are considered to have a disability if they report hav 
ing a health problem or disability which prevents them from working or limits the 
kind or amount of work they can do. All dollar amounts are in 1998 dollars. Nega 
tive sources of income were converted to zero. In addition, the bottom and top 1 per 
cent of the household income distribution are excluded from the analysis. These 
results are not adjusted for household.
b Disability status for the year following the income year. In 1994 there were several 
changes in the CPS. It moved fully to computer-assisted survey interviews. Sample 
weights based on the 1980 Census were replaced with sample weights based on the 
1990 Census. The Monthly Basic Survey was revised, and three new disability ques 
tions were added. It is possible that these changes effected the measurement of the 
population with disabilities either through changes in the sample weights or in the 
way respondents answered disability questions
c When calculating percentage change, we use the average of the two years as the base.
d Public disability transfers include Social Security income, disability-related veteran's 
payments, worker's compensation, Supplemental Security income, and disability 
income from other government sources.
e Other transfers include the public disability transfers of other household members and 
other personal or household public transfers (public assistance and welfare, other 
forms of veteran's payments, unemployment compensation, and government educa 
tion assistance).
for women without disabilities) during the early peak-to-trough years 
and rising for all but those with disabilities thereafter. The labor earn 
ings of other household members uniformly fell peak-to-trough and 
rose thereafter for all but the households of women with disabilities. 
Not surprisingly, own public disability transfers are a negligible 
part of the household income of men and women without disabilities, 
but they are a sizable part of the household income of men and women 
with disabilities. Public disability transfers rose in real terms between 
1989 and 1998 for both men and women with disabilities and offset, in 
part, the decline in their own labor earnings. Among men with disabil 
ities, real mean public disability transfers increased by 13.5 percent 
between 1989 and 1998; for women the increase was even larger, jump 
ing by 44.4 percent during the period. The increase in real public dis-
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ability transfers over the 1990s came primarily from rapid growth in 
the value of SSI and SSDI benefits; in contrast, workers' compensation 
and veterans' benefits fell in real terms over the period. 15 All other 
public transfers rose during the peak-to-trough years but fell with 
recovery. On net, other public transfers rose for both men with and 
without disabilities over the 1990s business cycle, while remaining 
steady or falling for women with and without disabilities.
All other sources of household income fell during the peak-to- 
trough years and rose thereafter for all groups. However, over the 
entire period, these sources fell for men and women with disabilities 
while growing for those without disabilities. Total mean household 
income fell from peak to trough and rose thereafter. Over the entire 
1990s business cycle, total mean household income rose for men and 
women without disabilities and fell for men and women with disabili 
ties. Because we do not adjust for changes in household size in Table 
3, gains in real mean household income are somewhat smaller here 
than when we do adjust for household size in Table 1, since household 
size declined over the period.
Table 4 reinforces the point made in Table 3, namely, that declines 
in labor earnings may explain much of the differences in the fortunes 
of those with and without disabilities over the 1990s. The table shows 
how the shares of the five sources of household income changed over 
the period. Working-age men without disabilities provided 57.0 per 
cent of household income in the business-cycle peak year 1989. This 
fell to 55.1 percent in trough year 1992 but rose to 56.7 percent by 
1998. In contrast, the share of household income provided by the labor 
earnings of men with disabilities fell over the entire period. Their own 
public disability transfer income was the main source of increased 
income for the households of men with disabilities. Again, increases in 
the share of income provided by SSI and SSDI contributed to this rise. 
The share of income provided by SSI nearly doubled between 1989 
and 1998, from 19.5 percent to 29.3 percent, while the share provided 
by SSDI grew, from 46.4 percent to 51.3 percent. 16
Working-age women without disabilities provided an increasing 
share of household income over the entire period. In contrast, the share 
of own labor earnings in the households of women with disabilities 
declined over the period, but by less than that of men with disabilities. 
The largest increase in shares for the households of women with dis-
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Table 4 Share of Various Household Income Sources for Civilians Aged 


























































































































































































SOURCE: Authors' calculations based on the March Current Population Survey, 
1988-1999.
a Those less than age 25 or more than age 61 and people in the Armed Force are 
excluded. In our study, persons are considered to have a disability if they report hav 
ing a health problem or disability which prevents them from working or limits the 
kind or amount of work they can do. All dollar amounts are in 1998 dollars. Negative 
sources of income were converted to zero In addition, the bottom and top 1 percent 
of the household income distribution are excluded from the analysis. These results 
are not adjusted for household.
b Disability status for the year following the income year. In 1994 there were several 
changes in the CPS. It moved fully to computer-assisted survey interviews. Sample 
weights based on the 1980 Census were replaced with sample weights based on the 
1990 Census. The Monthly Basic Survey was revised, and three new disability ques 
tions were added. It is possible that these changes effected the measurement of the 
population with disabilities either through changes in the sample weights or in the 
way respondents answered disability questions.
c When calculating percentage change, we use the average of the two years as the base.
d Public disability transfers include Social Security income, disability-related veteran's 
payments, worker's compensation, Supplemental Security income, and disability 
income from other government sources.
e Other transfers include the public disability transfers of other household members and 
other personal or household public transfers (public assistance and welfare, other 
forms of veteran's payments, unemployment compensation, and government educa 
tion assistance).
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abilities over the period was in own disability transfers, as was the case 
with men with disabilities.
GAINS IN ECONOMIC WELL-BEING ACROSS 
THE DISTRIBUTION
The measures of the income distribution discussed above are 
designed to summarize an entire distribution with one value. Yet few 
distributions can be completely characterized by one parameter. This 
is particularly true when attempting to describe outcomes for heteroge 
neous populations such as the population of people with disabilities. 
Thus, in the remaining analysis we move away from simple summary 
measures and examine how income, employment, earnings, and public 
transfer receipt has affected the entire distribution of those with disabil 
ities.
Table 1 showed that on average men and women with disabilities 
fared less well then the rest of the population over the 1990s. Figures 
2a and 2b allow us to look within these averages. Figure 2a shows the 
change in real household-size-adjusted income between 1989 and 1998 
by percentile for the households of women of working age, with and 
without disabilities; Figure 2b shows the same for men. 17 Each line 
cuts the horizontal axis at the percentile at which real income in 1998 
equals real income in 1989, i.e., the "crossover point." 18 Values above 
the zero axis mean that persons in that percentile were better off in 
1998 than in 1989; values below the zero axis mean that persons in that 
percentile were worse off in 1998. Thus, this figure provides a quick 
summary of winners and losers across the income distribution over 
peak years in the 1990s business cycle.
By 1998, economic growth had "lifted all boats" among the popu 
lation of working-age men and women without disabilities, moving 
them above their 1992 lows and their 1989 business-cycle peak levels. 
While the gains were not uniform, men and women without disabilities 
at each percentile had more real household-size-adjusted income in 
1998 than they did in 1989. The results for women with disabilities 
(Figure 2a) were much different, with those at the top and the bottom 
of the income distribution gaining and those in the middle losing. By
Session 3 - Chronic Illness and Disability 311
Figure 2a Women—Change in Household-Size-Adjusted Real Income, 

















SOURCE: Authors' calculations based on the March Current Population Survey, 
1990 and 1999.
Figure 2b Men—Change in Household-Size-Adjusted Real Income, 
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1998, the real household-size-adjusted incomes of women with disabil 
ities below the 35th and above the 75th percentiles had surpassed their 
1989 peak levels. Yet, women with disabilities in the middle 40 per 
cent of the distribution had lower real household-size-adjusted incomes 
than their counterparts in 1989.
The results for men with disabilities (Figure 2b) are even gloomier. 
Those men below the 15th percentile stayed approximately at the same 
level of real household-size-adjusted income as their counterparts in 
1989. Those between the 15th and 75th percentiles had less real 
household-size-adjusted income in 1998 than did individuals in equiva 
lent percentiles in 1989. Only men in the top 20 percent of the distri 
bution were better off than their 1989 counterparts. Thus, while by 
1998 the entire distributions of men and women without disabilities 
had moved above their 1989 highs, nearly 40 percent of women with 
disabilities and 80 percent of men with disabilities had been left 
behind. Most surprisingly, most of those left behind during the 1990s 
had household-size-adjusted incomes in the middle, rather than at the 
lower end, of the distribution.
Tables 2, 3, and 4 showed that, on average, men and women with 
disabilities worked less, earned less, and received more public transfers 
during the 1990s expansion than they did in 1989, the peak of the 
1980s business cycle. In Figures 3, 4, and 5, we look behind these 
averages and examine how these patterns differed across the distribu 
tion of people with disabilities. Figures 3 and 4 show employment 
rates and receipt of public transfer rates for men and women with dis 
abilities in 1989 and 1998, by deciles of the household-size-adjusted 
distribution of income. 19 This allows us to examine employment rates 
for individuals with disabilities who were at equivalent deciles of the 
income distribution in 1989 and 1998.
Figure 3b shows that employment rates for men with disabilities 
were lower in 1998 than in 1989 for all but the highest decile of the 
household-size-adjusted income distribution. Not surprisingly, 
employment rates in 1989 and 1998 were lowest for those at the lowest 
deciles of the income distribution. But, consistent with the results in 
Figure 2b, the largest gaps in employment rates between the two years 
occurs in the middle deciles of the income distribution. For example, 
the average employment rate gap in the bottom three deciles was 9.4 
percentage points; in contrast, the average gap in the 4th to 7th decile
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Figure 3a Women with Disabilities—Employment Rates by Decile
of the Household-Size-Adjusted Real Income Distribution, 
1989 and 1998a
Lowest 9 Highest
SOURCE: Authors'calculations based on the March Current Population Survey,
1990 and 1999. 
aLowest and highest deciles do not include the bottom and top 5 percent
of the distribution.
Figure 3b Men with Disabilities—Employment Rates by Decile















SOURCE: Authors'calculations based on the March Current Population Survey, 1990
and 1999. 
aLowest and highest deciles do not include the bottom and top 5 percent
of the distribution.
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Figure 4a Women with Disabilities—Percentage of Individuals whose 
Household Receives Public Transfers, by Decile of the 


















SOURCE: Authors' calculations based on the March Current Population Survey,
1990 and 1999. 
aLowest and highest deciles do not include the bottom and top 5 percent of the
distribution.
Figure 4b Men with Disabilities—Percentage of Individuals whose 
Household Receives Public Transfers, by Decile of the 
Household-Size-Adjusted Real Income Distribution, 
1989 and 1998a
SOURCE: Authors' calculations based on the March Current Population Survey,
1990 and 1999. 
aLowest and highest deciles do not include the bottom and top 5 percent of the
distribution.
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Figure 5a Women with Disabilities—Differences in Mean Own Earnings 
and Household Transfer Income, by Decile of the Household- 




to 1.000  




SOURCE: Authors' calculations based on the March Current Population Survey,
1990 and 1999. 
aLowest and highest deciles do not include the bottom and top 5 percent
of the distribution.
Figure 5b Men with Disabilities—Differences in Mean Own Earnings 
and Household Transfer Income, by Decile of the Household- 




SOURCE: Authors' calculations based on the March Current Population Survey,
1990 and 1999. 
aLowest and highest deciles do not include the bottom and top 5 percent of the
distribution.
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was 11.8 percentage points. The results for women with disabilities 
(Figure 3a) are similar. In both years, employment rates are highest at 
higher deciles of the household income distribution. However, as was 
true for men with disabilities, the largest declines in employment 
between 1989 and 1998 the biggest gaps occur in the middle of the 
income distribution.
Figures 4a and 4b repeat this exercise for public transfer receipt, 
defined as the percentage of men and women living in a household 
receiving some type of public benefit. 20 For both men and women, the 
percentage of the decile population receiving public transfers rose in 
all deciles. Again, consistent with the results in Figures 2 and 3, the 
largest increases in benefit receipt came in the middle of the house 
hold-size-adjusted income distribution. Men and women in the bottom 
three deciles were more likely to receive transfers in each year, but the 
difference in the proportion receiving benefits by decile evened out 
substantially during the 1990s.
Figures 3 and 4 showed the proportion of the population of men 
and women with disabilities employed and receiving benefits in 1989 
and 1998. Figure 5 shows how mean labor market earnings and the 
mean value of public benefits changed between these two years, in 
terms of the dollar difference in mean own earnings and mean transfer 
income in 1989 and 1998, by decile of the household-size-adjusted 
income distribution for men and women with disabilities. The results 
in Figure 5 illustrate why the household incomes of those in the middle 
of the distribution (Figure 2) declined between 1989 and 1998. For 
men (Figure 5b) between the 5th and 7th deciles of the household-size- 
adjusted income distribution, the dollar decline in own earnings 
between 1989 and 1998 was larger than the dollar increase in public 
transfers. 21 For men at most other deciles of the household-size- 
adjusted income distribution, gains in public transfers were more than 
sufficient to offset the declines in own earnings and to push the house 
hold income of men at these deciles above that of men at equivalent 
percentiles in 1989. 22 The story is similar for women (Figure 5a). 
Declines in own earnings in the middle of the income distribution were 
only partially offset by increases in the value of public benefits, leaving 
a large fraction of middle-income women with disabilities worse off 
than their counterparts in 1989.
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CONCLUSIONS
We confirm President Clinton's report that strong economic growth 
since the recession of 1992 has lifted the economic well-being of most 
working-age people from the depths at the trough of the 1990s business 
cycle. However, working-age men and women with disabilities fared 
less well than those without disabilities. When one looks over the 
entire 1990s business cycle, the contrast in outcomes between those 
with and without disabilities is even starker. Men and women without 
disabilities gained across the entire income distribution between the 
peak year of the 1980s business cycle, 1989, and the most recent year 
of data for the current expansion, 1998. In contrast, men and women 
with disabilities in the middle of the distribution of household income 
failed to regain the incomes of their counterparts in 1989. While the 
employment and labor earnings of men and women without disabilities 
were quite sensitive to the 1990s business cycle (falling in recession 
and rising with recovery), the employment of men and women with 
disabilities, surprisingly, fell over the entire 1990 business cycle 
(although less so in recovery than in recession). This shocking finding 
explains much of the decline in economic well-being of working-age 
people with disabilities, despite increases in their disability transfer 
income. What is responsible for the decline in the labor market attach 
ment of people with disabilities, over both the economic decline of the 
early 1990s and the longest peacetime economic expansion in our his 
tory, is a major policy puzzle that must be solved before the rewards of 
economic growth are shared by all.
Notes
This research was funded in part by the United States Department of Education, 
National Institute on Disability and Rehabilitation Research, cooperative agreement 
No. 13313980038. It does not necessarily reflect the view of the National Institute on 
Disability and Rehabilitation Research or the Federal Reserve Bank of San Francisco.
1. Because we have not reached the peak of the 1990s business cycle, our analysis 
will underestimate the net peak-to-peak gams over that cycle. Nonetheless, our 
1989/1992/1998 comparisons describe a relative pattern which is unlikely to be 
greatly altered as additional years of information become available.
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2. It is important to note that self-perception of a disability as captured by this ques 
tion can be influenced by social context. For instance, reports of a work limitation 
may change over time, even holding the underlying health condition constant, 
because access to accommodation may change one's perception of a work limita 
tion over time. See Kirchner (1996) for a fuller discussion of this issue and the 
uses of the CPS to analyze "access-oriented" policies. See the appendix for a 
fuller discussion.
3. As we discuss in the appendix, small changes were made to the CPS question on 
disability in 1994, the year the CPS moved to computer-assisted interviewing. 
Although we do not examine this in our analysis, both the question change and the 
move to computer-assisted interviewing may explain the nearly 1 percentage 
point increase in the prevalence of disability reported in 1994 (Table A2).
4. Atkmson, Rainwater, and Smeeding (1995) and Burkhauser, Crews, and Daly 
(1997) argued that using the family definition, rather than the less restrictive 
household-based definition, will produce a bleaker picture of the income distribu 
tion because it treats a larger number of individuals as single-person households 
even when they reside and share the benefits of living with others.
5. In the CPS data, income includes all cash income received from private and public 
sources. It does not include noncash or in-kind benefits or the imputed income 
from owner-occupied housing. We convert all negative sources of income to zero.
6. The CPS data do not provide net-of-tax income information. Many income ine 
quality studies do not adjust for taxation (see, for example, Karoly and Burtless 
1995; Danziger and Gottschalk 1995), but it would be useful to do so. We have 
done so elsewhere with other data sets; see, for instance, Burkhauser and Poupore 
(1997).
7 Specifically, household income is the sum of income from labor earnings, self- 
employment, fanning, alimony, dividends, rent, and interest, as well as income 
payments from the Social Security system, unemployment and workers' compen 
sation systems, and state and federal public assistance programs.
8. Others who also use an equivalence scale of this approximate value include 
Karoly and Burtless (1995) and Atkmson, Rainwater, and Smeeding (1995). 
Equivalence scales contain assumptions about the returns to shared living. Many 
such scales, even complicated ones, can be approximated well by a single-param 
eter scale (see Buhmann et al. 1988). An equivalence scale with an elasticity with 
respect to household size of 1 (the per-capita scale) implies no economies of 
scale. An elasticity of 0 (i.e., with no size adjustments to household income) 
implies that an infinite number of individual can live equally well with a given 
household income as a single person household with that income. See 
Burkhauser, Smeeding, and Merz (1996) for a discussion of the sensitivity of dif 
ferent equivalence scales in cross-national comparisons. The household size elas 
ticity implicit in the U.S. Bureau of the Census poverty scales is approximately 
0.5 (Buhmann et al. 1988). While most poverty studies in the United States use 
this official scale, it has been severely criticized (see, for example, Citro and 
Michael 1995).
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9 Deleting the bottom and the top 1 percent of the household-size-adjusted income 
distribution does not materially affect our results.
10. Annual hours are calculated by multiplying number of weeks worked by average 
hours worked per week
11. For a complete time-series (1987-1998) of mean and median household-size- 
adjusted income for men and women with and without disabilities, see Table A4.
12. Given that we are using cross-sectional data, a natural concern is that we are sim 
ply picking up compositional changes in the population of people with disabili 
ties. To test for this possibility we did a simple shift-share analysis, controlling 
first for changes in age, race, education, and household size and controlling sec 
ond for these demographic variables and changes in employment rates The 
results of this analysis (Table A5) show that if the composition of the population 
with disabilities was the same in 1998 as it was in 1989, the economic outcomes 
for those with disabilities would have been worse than those we report. This sug 
gests that the findings we report are not an artifact of demographic shifts, but 
rather the result of changing economic rewards for the population with disabili 
ties.
13. For a complete time series of employment rates, mean annual hours worked, and 
mean and median annual earnings for men and women with disabilities, see 
Tables A6 and A7.
14. For a complete time series of the shares of these various sources of household 
income, see Table A8.
15. See Table A9 for the complete time series of mean public nondisability and dis 
ability transfers, by program.
16. See Table A10 for the complete time series of shares of public nondisability and 
disability transfers, by program.
17 For each of our four groups, we first estimate real household-size-adjusted income 
for each percentile of our sample in 1998 and compare it to this same variable for 
1989. The difference in their two means is reported in Table 2.
18. For examples using this technique, see Danziger and Gottshalk (1995), Burtless 
(1996a, 1996b), and Burkhauser, Crews, and Daly (1997).
19. The lowest "decile" only contains those in the 6th through 10th percentiles. The 
highest "decile" only contains those in the 96th through 100th percentiles
20. The results for household public transfer receipt are similar to those obtained 
using own public disability transfer receipt.
21. The real value of other sources of income, such as other household earnings, did 
not change significantly for any decile of the household-size-adjusted income dis 
tribution between 1989 and 1998.
22. An exception to this is men with disabilities in the highest decile of the house 
hold-size adjusted income distribution. For these men, large gains in the earnings 
of other household members offset declines in own earnings.
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Appendix
Current Population Survey Data 
and Disability Measurement
Limitations of Using the CPS to Measure 
the Working-Age Population with Disabilities
Although the Current Population Survey (CPS) has extensive economic in 
formation, a number of factors make it less than ideal for examining the popu 
lation with disabilities. First, the CPS does not survey institutionalized 
individuals. Second, all information is reported by a single respondent in the 
household (a "responsible adult"). This person may or may not be the person 
in this household with a disability and hence may not accurately report infor 
mation about that person's disability. Third, the CPS has very limited self-re 
ported information on health. Despite these shortcomings, the consistency of 
the time-series and the coverage of the U.S. population make it a reasonable 
source of information on the economic fluctuations of the population with dis 
abilities.
Changes in CPS Disability Question in 1994
In our chapter, persons are considered to have a disability if they report or 
are reported as having a health problem or disability that prevents them from 
working or limits the kind or amount of work they can do. From 1988 to 1993, 
CPS interviews were conducted by individuals without the help of computer- 
assisted personal or telephone interviewing. Starting in 1994, interviewers 
were prompted with names and possible inconsistencies by computer software. 
As part of this change, the questions we use to define disability,
Does anyone in this household have health problem or disability which 
prevents them from working or which limits the kind or amount of work 
they can do? If yes . .., who is that? (Anyone else?),
were changed to
(Do you/does anyone in this household) have a health problem or disability 
which prevent (you/them) from working or which limits the kind or 
amount of work (you/they) can do? If yes..., who is that? (Anyone else7)
In addition, sample weights based on the 1980 census were replaced with 
sample weights based on the 1990 census. Furthermore, the Monthly Basic 
Survey was revised and three new disability questions were added. It is possi 
ble that these changes affected the measurement of the population with disabil 
ities either through changes in the sample weights or in the way respondents 
answered disability questions.
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Table Al Macroeconomic Indicators of 
the Business Cycle
Real median family 


























































































SOURCE: Economic Report of the President, 1994 
(Tables B-29 and B38) and 1999 (Tables B33 and 
B35), adjusted to 1998 dollars using CPI-U, and 
Current Population Report, P60-206, p. 13.












































































































































































































SOURCE: Authors' calculations based on the March Current Population Survey, 1988-1999.
a Persons less than age 25 or more than age 61 and people in the Armed Forces are excluded. In our study, persons are considered to have 
a disability if they report having a health problem or disability which prevents them from working or limits the kind or amount of work 
they can do.
b ln 1994 there were several changes in the CPS. It moved fully to computer-assisted survey interviews. Sample weights based on the 
1980 Census were replaced with sample weights based on the 1990 Census. The Monthly Basic Survey was revised, and three new dis 
ability questions were added. It is possible that these changes effected the measurement of the population with disabilities either 
through changes in the sample weights or in the way respondents answered disability questions
c Spanish ethnicity superceded race; we receded Hispanics to be non-White, non-Black, and non-other race.
d Beginning in survey year 1992, educational attainment questions in the CPS were changed to reflect credentials and degrees rather than 
grades (years) complete.







































































































































































































































































































































































































































SOURCE: Authors' calculations based on the March Current Population Survey, 1988-1999.
a Persons less than age 25 or more than age 61 and people in the Armed Forces are excluded. In our study, persons are considered to have 
a disability if they report having a health problem or disability which prevents them from working or limits the kind or amount of work 
they can do. Disability status is for the year following the income year.
b ln 1994 there were several changes in the CPS. It moved fully to computer-assisted survey interviews. Sample weights based on the 
1980 Census were replaced with sample weights based on the 1990 Census. The Monthly Basic Survey was revised, and three new dis 
ability questions were added. It is possible that these changes effected the measurement of the population with disabilities either 
through changes in the sample weights or in the way respondents answered disability questions.
c Spanish ethnicity superceded race; we recede Hispanics to be non-White, non-Black, and non-other race
d Beginning in survey year 1992, educational attainment questions in the CPS were changed to reflect credentials and degrees rather than 
grades (years) complete.






































































































































SOURCE: Authors' calculations are based on the March Current Population Survey, 1988-1999.
a Those less than age 25 or more than age 61 or in the Armed Forces are excluded In our study, persons are considered to have a disabil 
ity if they report having a health problem or disability which prevents them from working or limits the kind or amount of work they can 
do. Income is household size by dividing income by the square root of household size. Negative sources of income were converted to 
zero. In addition, the bottom and top 1 percent of the household size-adjusted income distribution are excluded from the analysis. Dis 
ability status is for the year following the income year.
b ln 1994 there were several changes in the CPS It moved fully to computer-assisted survey interviews. Sample weights based on the 
1980 Census were replaced with sample weights based on the 1990 Census. The Monthly Basic Survey was revised, and three new dis 
ability questions were added. It is possible that these changes effected the measurement of the population with disabilities either 
through changes in the sample weights or in the way respondents answered disability questions.
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Table AS Mean Household-Size-Adjusted Real Income When
Controlling for Changes in Age, Race, Education, Household 
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SOURCE: Authors' calculations based on the March Current Population Survey, 
1990-1999.
a We controlled for changes in population characteristics by imposing the 1989 propor 
tion in each subpopulation when we calculated the 1998 mean. Those less than age 
25 or more than age 61 or in the Armed Forces are excluded. In our study, persons are 
considered to have a disability if they report having a health problem or disability 
which prevents them from working or limits the kind or amount of work they can do.
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Table AS (continued)
b Disability status is for the year following the income year. In 1994 there were several 
changes in the CPS. It moved fully to computer-assisted survey interviews. Sample 
weights based on the 1980 Census were replaced with sample weights based on the 
1990 Census. The Monthly Basic Survey was revised, and three new disability ques 
tions were added. It is possible that these changes effected the measurement of the 
population with disabilities either through changes in the sample weights or in the 
way respondents answered disability questions.
c All dollar amounts are in 1998 dollars. Income is household size by dividing income 
by the square root of household size. Negative sources of income were converted to 
zero. In addition, the bottom and top 1 percent of the household size-adjusted income 
distribution are excluded from the analysis.
d When calculating percentage change, we use the average of the two years as the base.
Table A6 Employment Rates and Mean Annual Hours of Civilians Aged 25-61 Who Worked, by Gender and 
Disability Status3 b
Employment ratec (%) Mean annual hours for the employed































































































































SOURCE: Authors' calculations based on the March Current Population Survey, 1988-1999.
a Those less than age 25 or more than age 61 or in the Armed Forces are excluded. In our study, persons are considered to have a disabih'ty 
if they report having a health problem or disability which prevents them from working or limits the kind or amount of work they can do. 
Disabih'ty status is for the year following the income year.
b In 1994 there were several changes in the CPS. It moved fully to computer-assisted survey interviews. Sample weights based on the 
1980 Census were replaced with sample weights based on the 1990 Census. The Monthly Basic Survey was revised, and three new dis 
ability questions were added. It is possible that these changes effected the measurement of the population with disabilities either through 
changes in the sample weights or in the way respondents answered disability questions.
c Employment is defined as working 52 hours or more annually.
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Table A7 Mean Real Earnings of Civilians Aged 25-61 Who Worked 










































































SOURCE: Authors' calculations based on the March Current Population Survey, 
1988-1999.
a Those less than age 25 or more than age 61 or in the Armed Forces are excluded. In 
our study, persons are considered to have a disability if they report having a health 
problem or disability which prevents them from working or limits the kind or amount 
of work they can do. In addition, the bottom and top 1 percent of the earnings distri 
bution are excluded and only those who work 52 hours or more annually with positive 
earnings are included in the analysis. Disability status is for the year following the 
income year.
b ln 1994 there were several changes in the CPS. It moved fully to computer-assisted 
survey interviews. Sample weights based on the 1980 Census were replaced with 
sample weights based on the 1990 Census. The Monthly Basic Survey was revised, 
and three new disability questions were added. It is possible that these changes 
effected the measurement of the population with disabilities either through changes in 
the sample weights or in the way respondents answered disability questions.


















































































































































































































































































































































SOURCE: Authors' calculations based on the March Current Population Survey, 1988-1999.
a Those less than age 25 or more than age 61 or in the Armed Forces are excluded. In our study, persons are considered to have a disability 
if they report having a health problem or disability which prevents them from working or limits the kind or amount of work they can do. 
Negative sources of income were converted to zero. In addition, the bottom and top 1 percent of the household income distribution are 
excluded from the analysis.
b Disability status is for the year following the income year. Beginning hi survey year 1994, computer-assisted interview were used, 
which slightly modified the question we use to define disability.
c Public disability transfers include Social Security income, disability-related veteran's payments, worker's compensation, Supplemental 
Security income, and disability income from other government sources.
d Other transfers include the public disability transfers of other household members and other personal or household public transfers (pub 
lic assistance and welfare, other forms of veteran's payments, unemployment compensation, and government education assistance).
Table A9 Mean Public Transfer Real Income from Various Sources for Civilians Aged 25-61, by Gender and 
Disability Status" (1998 $)












































































































































































































































































































































































































































SOURCE: Authors' calculations based on the March Current Population Survey, 1988-1999.
a Those less than age 25 or more than age 61 or in the Armed Force are excluded. In our study, persons are considered to have a disability 
if they report having a health problem or disability which prevents them from working or limits the kind or amount of work they can do. 
In addition, the bottom and top 1 percent of the household income distribution are excluded from the analysis. These results are not 
adjusted for household. All dollar values are in 1998 dollars. Disability status is for the year following the income year.
b In 1994 there were several changes in the CPS. It moved fully to computer-assisted survey interviews. Sample weights based on the 1980 Cen 
sus were replaced with sample weights based on the 1990 Census The Monthly Basic Survey was revised, and three new disability questions 
were added. It is possible that these changes effected the measurement of the population with disabilities either through changes in the sample 
weights or in the way respondents answered disability questions.
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Table A10 Shares of Public Transfer Income from Various Sources for
Civilians Aged 25-61 Who Receive Public Transfer Payments, 
by Gender and Disability Status3 (%)
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Table A10 (continued)


























































































































































































calculations based on the March Current Population Survey,
(continued)
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Table A10 (continued)
a Those less than age 25 or more than age 61 or in the Armed Forces are excluded. In 
our study, persons are considered to have a disability if they report having a health 
problem or disability which prevents them from working or limits the kind or amount 
of work they can do. In addition, the bottom and top 1 percent of the household 
income distribution are excluded from the analysis. Disability status is for the year 
following the income year.
b ln 1994 there were several changes in the CPS. It moved fully to computer assisted 
survey interviews. Sample weights based on the 1980 Census were replaced with 
sample weights based on the 1990 Census. The Monthly Basic Survey was revised, 
and three new disability questions were added. It is possible that these changes 
effected the measurement of the population with disabilities either through changes in 
the sample weights or in the way respondents answered disability questions.
